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Septenoer  11,  1946 


TOc  Dillard  3.  Lasseter,,  AQ-:iini3trator  ^ 

Farn  Security  Adinini  strati  on 

Froru  Associate  Solicitor 

Subject:        Farmers'  KoTne  ./idministrction  Act  of  1945 

Pursuant  to  the  inior:'al  request  of  I!r.        3=  Brasivell^  Director  of 

■the  Rural  Rehabilitation  Division^^  ^.re  are  setting  forth  herein  certain 

o_uestions  and  ansirers  ^".ith  respect  to  the  interpr-etation  of  the 

Farners'  Horie  Admnistration  Act  of  1946^  Public  La^;  731^  79th  Congress, 
approved  August  14,  194C. . 

Question  li    Tfhen  do  operations  under  the  FIIA  Act  coiiinence'^ 

AnsiTer=    Although  the  F'Lfi  Act  became  effective  August  14,  194c, 
program  operations  under  the  authorities  cont-sined  in  the  Act  do  not 
becone  effective  until  lloveifoer  1^,  1943,  unless  othervjise  ordered  by 
the  Secretary  .:rior  to  that  date.     This  is  for  the  reason  that  the  Secre- 
tary, pursuant  to  the  autliority  contained  in  See,  2(g)  of  the  FKA  Act, 
issued  an  order  on  August  14,  1943,  delaving  the  consummation  of  the 
transfer  of  any  pro;;^rans,  functions,  porrers,  duties,  assets  or  liabili- 
ties to  the  FIIA  and  also  dela^U-Ug  the  effectiveness  of  the  nevr  authori- 
ties and  directions  proscribed  in  the  FRA  Act,  until  rJoveraber  V?^^  194G, 
unless  riodificd  ^oj  a  subsequent  Secretarial  order,    3ven  though  Sec. 
S  (a)(1)  of  the  FIIA  Act  abolishes  the  Fam  Security  Adrini  strati  on  and  all 
of  its  fuu.ctions,  povrers,  and  duties,  and  Sec.  2(b)  transfers  all  of  the 
assets  and  liabilities  of  FSA  to  the  Secretary  of  i.gri culture,  and  Sec. 
2(c)  provides  funds  for  the  carr;;"ing  out  of  loan,  liquidation  and  ssr- 
vicin',  uro  ra:":s  under  the  :ct.  and  Sec,  41(b''  of  Title  IV  authorizes 
the  Secretar^.^  to  administer  liis  pov-ers  and  duties  under  the  Act  through 
the  Farners  HoiTie  Adriini  strati  on,  — Sec,  2(g)  provn-des  a  basis  for 
issuance  of  the  Secretarv's  dela-^'  order  referred  to  above.    The  effect 
of  the  Secretary's  order  is  to  recreate  the  Farm  Security  Administration, 
as  his  agency,  during  the  delay  period,  to  continue  -jith  the  exercise 
of  the  functions,  por-ers,  and  duties  iviiieh  it  u'as  entitled  to  and 
required  to  exercise  and  perform  prior  to  the  passage  of  the  FILA  Act, 

This  means  that,  in  the  absence  of  a  subsequent  modification  of  the 
Secretej:'3^' s  order,  all  functions,  poifers,  and  duties  exercised  by  FSA 
rrithin  the  9C-day  period  shall  be  in  accordance  Tn.th  th.c  autl^orizations 
contained  in  the  1947  Appropriation  /  ct,  rather  than  in  accordance  ^.rith 
those  contained  in  the  FM  Act.    Consequently-,  rural  rehabilitation  loans, 
not  production  and  subsistence  loans,  T.n.11  be  m.ade  during  the  delay  period 
Likeulse,  that  pau-t  of  Title  II,  Sec,  21(3)  Y/hich  pro^ndes  that  "no 
person  -nio  has  failed  to  liquidate  hm.s  indebtedness  under  this  section 
for  five  consecutive  years  shall  be  elirible  for  further  loans  hereunder 
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until  he  her:  paid  such  indebtedness  in  full,  "  a-oDlies  onl"^^  to 
production  and  subsistence  loans  nade  under  the  FIIA  /.ct^  and  the  first 
live-3^ear  period  idth  respect  to  such  loans  1713.1^  therefore^  bo[^in  to 
run  from  the  date  t}ie  first  production  and  subsistence  loan  is  made 
T.'hich  T.dll  be  on  or  after  Noveriber  12^  1943^  unless  the  Secretar-;'-  issues 
a  modification  order  prior  to  that  ti^e.    Determination  of  effective  date 
of  the  five-year  period  wi.th  respect  to  rural  reh.abilitation  loans  is 
reserved  for  later  consideration. 

Question  2?     Dogs  the  five-year  liritation  in  Title  II-,  Sec.  21(2) 
appl^r  to  each  prrticular  loan  or  to  aD.l  outstanding  loans? 

AnsT:cr;    Iteri  (2)  provides  "The  tern  of  any  such  loan_j  including; 
renei^^als  and  extensions^  shall  not  e:;:ceed  5  3"earG  fron  the  date  the 
original  loan  -fas  made^"    This  requirc;ient  applies  only  to  production 
and  subsistence  loans.     ■ioreover_5  it  applies  to  each  individual  lofu^ 
rather  than  to  all  of  the  boi'ro-Ycr's  loans.     The  irord  "ori2:inal''  is  used 
because  ''rencYrals  and  extensions"  of  the  uart'-cular  oripinal  lo^n  may  be 
involved.     Therufore^  the  Trord  "original"  is  used  instead  of  "ijiitial"^ 
iThicli  is  used  in  item  (1)  to  desi:_,nate  the  firet  production  and  subsistence 
loan  made  to  the  borroT'cr.     Gonseciuently,  any  e::tension  or  renc^:al  of  a 
particular  production  and  subsistence  loan  '.rould  be  prohioited  under  item 
(2)  only  if  it  ^rould  result  in  extcndin-:  the  loan  reua-^-'^ent  oeriod  of  such 
loan  beyond  5  years  from  the  date  u;:)on  'diich  the  loan  Tras  ori^lnall-^'  laade. 
This  docs  not^  hoyever^  mean  that  all  production  and  subsistence  locns 
m.ad--  to  a  borrovsr  m.ust  be  repayable  in  full  ulthin  5  yccrs  fror;  the  date 
upon  TJhich  the  first  or  "initial"  loan  is  made  to  tnat  borrov:..,r  under  the 
FIIA  Act,    For  example.,  if  a  .,2500  production  and  subsj.stence  loan  is  made 
to  borroTTer  "A"  in  1947  and  is  rc;pa:'able  in  full  over  a  five--^ear  period 
enclin''  in  19525  borrover  "A",  if  ot;ier\rlse  eli'^ible  under  ].oan  limitations 
and  other  requirements^  yould  be  per:ritted  to  obtain  another  production 
and  syjsistence  loan  in  1949  in  the  amount  of  ,.2^000  repa-^able  over  a 
five-year  period  endin^  in  1954.    Loans  may^  of  course^  be  prohibj.ted 
because  of  the  over-all  loan  limitations  as  to  ainount  in  said  Sec.  21^ 
or  because  of  failure  to  lieuidpte  indebtedness  'm.thin  the  time  prv^scribed 
in  that  sccti.on,  or  for  other  reasons. 

Question  5?     Does  Sec.  48  of  Title  IV  of  the  FIIA  Act  r^quir^ 
"'-ent  of  production  and  subsistence  loans  in  ecyial  annual  installm 

AnsTrcr;     Sec.  43  only  rcqudrcs  "annual"  instalLr^ent  re-:r-^Tients 
sufficient  to  dischar-_,e  the  '^orro^ -er  '  s  orjli^ations  or  indebtedness  mthin 
the  term,  of  tlie  obligation  or  indebtedness.    It  does  not  require.,  that  the 
installm.ent  r^^pa  -i^.ents  be  in  equal  am.O'i.nts,    Sec.  47  o.f  the  proposed 
Farmers'  Home  Corporation  Act  oJ:  1946_y  provj.ded  that  the  Corporrtion  should 
rec^uire  annual  payments  in  "equal"  instairm--;.nts^  etc;-    (Aeport  ho.  1375^  to 
accompany  II.  R,  5991^  79th  Conr,ress_3   2d  Sess.).     Ho-^TCV'.r^  the  Conformance 
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Report  1-dth  r^cpcct  to  the  FIIA.  r.ct  ctetes  that  "The  confcruncc  siv^stitntG 
cliininatcs  the  roquircncnt  that  the  installvi.ent  pa-i-.icnts  on  loans  iinch-r 
the  act  (Gee.  43)  be  'equal'  installments," 

Question  4o    Does  the  proAdsion  in  said.  Sec.  4C  tl:at  "any  advance 
"oa"^,n"'.ents  to  the  Secretarv  shall  not  afiect  tlie  obli  .ation  to  pay  tin. 
r-  opTired  annual  instcllriient  durinr^  periods  of  noi-ned  or  above--"'.or- ;al 
incoiTio, "  apply  to  fixed  ■pe.yr-.cnt  loans  as  •.veil  as  to  loans  under  the  varia- 
ble payxnt  plan? 

Answers    Althou;_,h  th^  matter  is  not  entirel3^  clear^  it  is  our  opinion 
that  the  quoted  p;rovision  anolies  onl"^''  in  variable  pa'Taent  cas-:s.  Und'^r 
this  section  th^  Sccr...tary  is  recpiired  to  elevelop  a  method  for  variable 
payments  under  rr^iich  a  borro^-'er  could  •)ay  a  surplus  above  the  rcquir'.d  pay 
ment  in  -ocriods  o;£  above-normal  income  and  use  this  surolus  to  ap-ol-^r  on 
the  required  paym.ents  in  pc.riods  of  sub-normal  income^  but  the  Secretary 
TTOuld  not  jvave  the  authority  to  cor;pel  a  borrower  to  use  the  variable- 
pay'ient  plan,     (Report  No,  1873^  supra^  p;v,  20),    Therefore^  it  is  clear 
that  borrowers  ijill  have  the  option  of  s^_.lectin[^  either  the  varia'..le 
pa^^i'ient  or  the  fixed  payient  plan. 

The  variable  pa3?Tiient  provision  in  the  RlLi  Act  is  a  revision  of  the 
old  variable  payment  provision  contained  in  Title  IV^  Sec,  48^  of  the 
Bankhead-Jones  Farm  Tenant  Act.    Apparently^   th...  revision  T/as  madu  to 
tighten  up  the  provisions  of  Sec,  48  of  the  Bankhead-Jones  Bar^-n  Tenant  Act 
■vThich  merely  authorized  the  Secr./bary  to  provide  for  Da-^vivent  of  indebted- 
ness  under  a  system  of  variable  pay;ients  under  i;hich  a  surplus  abcve  the 
required  pa3^'ient  would  be  collected  in  periods  of  above  normal  production 
and  prices^  and  emplo3r,^d  to  reduce  pa^ni^ents  below  the  required  paynent  in 
periods  of  sub-normal  production  or  prices.    There  ivas  no  specific  require- 
ment in  the  Bankhead-Jones  Farm  Tenant  Act  that  borrowers  on  the  variable 
payjwnt  plan  'jc  requir;..d  to  make  f:L:.;:^d  annual  installment  pa^^wnts  during 
periods  oi  normal  production  or  prices,    it  is  thoupht  that  the  purpose 
of  the  last  sentence  of  Sec.  48  of  the  FRA  Act  was  to  establish  a  rule 
that  variable  ma;^mi..nt  borrowers  under  the  FKi  Act  be  ruouired  to  pay  the 
annual  installm...nts  during,  periods  of  norvial  or  above-normal  income, 
Thcrefoi'e^  in  our  opinion  the  third  and  last  sentence  of  Sec,  48  of  the 
FHA  Act  should  be  read  as  applied  to  variable  jvippvient  loans  only. 


/s/  HoT.rard  Rooncy 


